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COTTON.  ALL  KINDS:  IMPORTS  AND  CONSUMPTION 
IN  SPECIFIED  IMPORTING   AR  EAS,  1  927-39 


BALES 

I  MILLIONS  I 


ORY 


UNITED 
KINGDOM 


JAPAN  AND 
CHINA 


CANADA 
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1927      1930      193  3      1936      1939     1927      1930     1933      1936      1939 
YEAR  BEGINNING  AUGUST** 

•  IMPORTS  INTO  ALL  CONTINENTAL  EUROPEAN  COUNTRIES  EXCEPT 

GERMANY.  FRANCE,  AND  ITALY  ARE  CALENDAR  YEAR  BASIS 

*  IMPORTS  INTO  CANADA  ARE  YEAR  BE0INNIN0  APRIL 
DATA   POR  1939  ARE  PRELIMINARY 


U    S.  DEPARTMENT  OF  AGRICULTURE 


BUREAU  OF  ACHICULTU 


Practically  all  the  cotton  exported  from  the  United  States  and  other 
exporting  countries  is  consumed  in  the  four  areas  shown  in  this  chart. 
Except  in  China,  the  cotton  consumed  in  these  aremS  is  largely  imported. 
Cotton  consumption  in  Japan  and  China  was  nearly  2i  million  bales  less 
last  season  (1939-40)  than  in  the  peak  year  1936-37  and  much  below  aver- 
age. It  is  believed  to  have  been  much  above  average  in  the  United  Kingdom 
but  much  below,  average  in  Continental  Europe.  A  continuation  of  the  British 
blockade  would  severely  restrict  1940-41  imports  into  and  consumption  in 
Continental  Europe,  where  consumption  in  recent  years  has  averaged  about 
5i  million  bales. 
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THE     U  0  T  T   0  IT     SITUATION 

Summary 

Domestic   cotton  mill  consumption   during  the  next   few  months   is  expected 
to  continue   exceptionally  large.     Exports   of  raw  cotton,   on  the   other  hand,    are 
likely  to  be  the   smallest  for  many   decades   if  Great   Britain  is   able  to  maintain 
the  blockade   of  continental  Europe,     Even  with  the  record  high  domestic  con- 
sumption,  restricted  exports  may  reduce   domestic   disappearance  to   a  level  much 
below  average. 

Last   season  domestic  mill   consumption,   plus   exports,   totaled  nearly  14 
million  bales,    and  exceeded  domestic  ginnings,   plus   imports,   by  nearly  2-1/2 
million  bales.     This  reduced  the   domestic   carry-over  from  13  million  to  a 
little   over  10-1/2  million  bales.     The   carry-over,   hoy/ever,  was   still  the  third 
largest   on  record.     .Present  prospects   for   domestic   consumption,   exports,    and 
production  indicate  a  substantial   increase   in  the   domestic  carry-over  at  the 
end  of  the   current   season.      It   should,   however,   remain  materially  below  the 
record  high  level  of  August   1,   1939. 

Sales   of  cotton  textiles  by  domestic  manufacturers   have  been  below  pro- 
duction during  the    last   several  weeks.     Unless   developments    in  the   European  War 
adversely  affect   domestic  business   sentiment,  manufacturers'    sales   are  expected 
to   improve  within  the   next   few  weeks.     Stocks   of  goods    in  domestic   distributors' 
hands   are  believed  to  be  relatively  low  in  view  of  their  prospective  needs. 
Factors   expected  to   strengthen  the    demand  for    domestically  produced  cotton 
goods   include:      (l)   Large  Government  purchases   for   defense   and  relief;    (2)  the 
enlarged  Government  Export  Subsidy  Program;   and   (3)   increased  incomes   of  do- 
mestic  consumers. 
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British  cotton  mill  activity  apparently  declined  slightly  during  the 
first   3  weeks   of  August.      British  cotton  mill   consumption  still  continues   at 
exceptionally  high  levels,   but    is   noxv  considerably  lower  than   in  the  first   3 
weeks   of  July,     Cotton  mill  consumption  in  the   Orient   continued  relatively  low. 
In  continental  Europe,  where  the   blockade  has   restricted  available   supplies   of 
raw  cotton,   consumption  is   no   doubt   also   low. 

Domestic  prices   of  spot   cotton  appear  to  have  been  adjusting  themselves 

to  a  new  crop  basis  within  the   last  4  weeks,      Durirg  the   latter  part   of  the 

1939-40  marketing   season  the  extremely  short   stocks   of  cotton  in  trade   channels 

was  an  important  price -supporting   factor.     This  was  ture  even  though  the 

prospective   increase   in  supply  during  August  may  have  been   discounted  to  a 

considerable  extent.     Since   early  August  ginnings   from  the  new  crop  no   doubt 

have   exceeded  domestic   consumption  plus   exports,  with  resultant   larger   domestic 

stocks  of   "free"   cotton. 

—  August   28,    1940 

PRICES 

Domestic   spots   again  decline; 

futures   about  unchanged  or  up  slightly 

Domestic  prices   of  spot  cotton  in  the  last  month  continued  the   rather 
steady  decline  which  began  in  the  third  week  of  June,     A  net   loss   of  2/3 
cent  between  July  24  and  August  24  reduced  the  price   of  Fiddling   15/16"   in  the 
10   designated  markets  to   9.S2  oents   on  the   latter   date.     This  was   1,16  cents 
below  the   relatively  high  price  reached  in  June  but   3/5  cent   higher  than  a  year 
earlier.      Turing  the  past  month  the  Government   loan  rates   on  the   1940  crop  were 
announced,  with  rates   for  Middling   15/16",    on  a  net  weight  basis,   ranging   from 
9.90  cents   in  the   Carolina  mill   areas  to  9.16  cents   in  western  Texas   and  New 
Mexico.     The   rate   in  most   ports  was   9.80  cents.     These   rates  were  about   in  line 
with  trade  expectations   and  their   announcement   appeared  to   have  had  little   in- 
fluence on  cotton  prices.     The  rates   on  a  gross  weight  basis   are  0.40  cent 
less  than  on  a  net  weight   basis,   ranging  from  9.50  to  8,76  cents.     Compared 
with  last  year's  minimum  loan  of  8,30  cents   on  Middling   7/8"   on  a  gross  weight 
basis,  the  minimum  this  year  will  be   8,51  certs.     As   of  August   24  prices   in 
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the   10  designated  markets  were  from  1/4  cent  below  to  1  cent   above  the   loan 
rate  in  these  markets. 

On  August  24  prices  of  active  month  futures  contracts  were  from  0,01  to 
0.24  cert  below  those  of  July  24.  During  this  period  the  spread  of  spots  over 
futures  was,    therefore,   materially  reduced. 

The    decline   in  domestic   spot  prices    during  recent  weeks   appears  to  have 
been  due   in  part  to  the   approaching  marked  increase   in  stocks   of   "free" 
American  cotton  as  the  new  crop  moves   in  volume.     The  recent   declines   in  mill 
consumption  in  Great  Britain,    Japan,    and  China  the  most   important  markets  now 
open  to  American  cotton  probably  also  were  factors   in  the  price   decline.     Had 
the   latter  factors  been  particularly  important,   however,    it   seems   likely  that 
quotations    on  domestic  futures   contracts  would  have  weakened  more.     The   decline 
in  spots  relative  to  futures   suggests  that   increased  ginnings  from  the  new 
crop  were  the   most   important   factors    influencing  price  changes   during  this 
period. 

Prices   in  Liverpool  advance  as  mill 
f  or  war  dings   corrtrinue~al)ove— imp~o~rts 

From  July  26  to  August   23  prices   of  the  more   important   growths  of 
American,        Indian,        Egyptian,   and  Brazilian  cotton  in  Liverpool  made  net 
advances  between  1/5  cent   and  l-l/3  cents   a  pound.     A  large  part   of  these   in- 
creases  occurred  during  the  week  ended  August   16.     This   appears  tc  have  been 
largely  the  result  of  the   continued  steady  decline   in  port   stocks   during  recent 
weeks,   growing  fears   of   increased  import    difficulties  especially  following  the 
beginning  of  the    intensified  aerial  warfare   in  the   second  week  of  August,   and 
uncertainties   as  to  future   shipments   of  cotton  through  the   Red  Sea.      Data  are 
not   available  with  r aspect  to   stocks   of  raw  cotton  in  British  ports,   but  re- 
ports  from  the  American  embassy  during   recent  weeks   have   stressed  the   growing 
concern  on  the   part   of  members   of  the   cotton  trade   over  the   declining  port 
stocks   as   forwar dings  to  mills  have  continued  in  excess  of  arrivals. 

During  the  month  under  review  there  was   comparatively  little   change   in 
the   relation  of  the  price  of  American  to  the   price   of   Indian  and  Brazilian. 
The  price   of  Egyptian  Uppers,   however,    increased  from  45  percent   above  American 
Middling  fair   staple  on  July  26  to   53  and  51  percent  above   on  August   16   and 
August   23.     With  the  exception  of  a  short  period  in  1926,  the  average  ratio 
from  August   S-23  was  the  highest   for   any  month     since   1920.     The   actual  prices 
of  Egyptian  Uppers   in  terms   of  cents   per  pound  are  now  the  highest  since 
April  1930,   and  in  terms   of  British  currency  since  early  1929.     Ynhen  converted 
to   cents,   the  prices   of  Egyptian  Uppers  have  recently  been  nearly  4  cents   a 
pound  or  one-fourth  above  the  average   for  the  10  years  ended  July  1937,  whereas 
prices   of  American,    Indian,    and  Brazilian   (see  accompanying  table)  were   some- 
what below  the   10-year   average.     The   exceptionally  high  prices   of  Egyptian 
Uppers   in  relation  to  most   other   important   growths   are  apparently  attributable 
to  the   declining  production  of  this  cotton  during  the   last  few  years   and 
probably  to  the  heavy  British  demand  for   such  cotton  for  military  and  civil 
defense   purposes. 
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Cotton:   Spot  price  per  pound  at  New  Orleans,  Bombay, 
and  Sao  Paulo,  specified  periods  l/ 


*^  fS  f\  r*  f~\  vn 

: Bombay: 
:Indian: 

Sao  Paulo 
Brazilian 

• 

ITew  Orleans 

osasoii 
month 

: American: 

Spread  over: 

Spread  over 

or  day 

:  Oomra: 

type 

: Middling: 

Oomra  at   : 

Brazilian 

:  fine : 

5 

:  15/16"  : 

Bombay   : 

at  Sao  Paulo 

:  Cents 

Cents 

Cent  s 

Cents 

Cents 

10  yr.  av.: 

1927-28 

to  1936-37 

:  10.06 

14.11 

12.99 

2.93 

-  1.12 

1936-37 

:  10.08 

12.95 

13.45 

3.37 

0.50 

1937-3S 

!  7»27 

9.26 

9.24 

1.97 

-  0.02 

1938-39 

:  6.57 

8.40 

9.04 

2.47 

0.64 

1939-40 

:  8.14 

9.04 

10.23 

2.09 

1.19 

June 

:  7.17 

8. 78 

9.75 

2.58 

0.97 

July 

!   6.81 

8.16 

9.67 

2.86 

1.51 

1939-40 

Aug. 

6.76 

7.72 

9.18 

2.42 

1.46 

Sept. 

.  7.33 

8.69 

9.22 

1.89 

0.53 

Oct,       : 

7.46 

8.73 

9.12 

1.66 

0.39 

Nov.        ! 

8.61 

9.76 

9.60 

.99 

-  0.16 

Dec. 

:  10.50 

11.91 

10.84 

.34 

-  1.07 

Jan. 

•  10.46 

11.35 

10.98 

.52 

-  0.37 

Feb. 

9.16 

10.70 

10.87 

1.71 

0.17 

Mar.        ! 

8.78 

9.69 

IO.63 

1.85 

O.94 

Apr.        i 

8.82 

8.87 

10.74 

1.92 

1.87 

May        : 

7.69 

7.58 

10.25 

2.56 

2.67 

June       j 

5.84 

6.69 

10.74 

4.94 

4.05 

July       j 

6.24 

6.82 

10.55 

4.31 

3.73 

July  5      : 

5.39 

6.97 

10.75 

5.36 

3.72 

12      : 

6.37 

6.98 

10.70 

4.33 

3.72 

19      : 

6.32 

6.66 

10.50 

4.18 

3.84 

26      : 

6.88 

6.66 

10.30 

3.42 

3.64 

Aug.  2       ! 

6.60 

6.37 

10.30 

3.70 

3.93 

9       i 

6.53 

6.62 

10.10 

3.57 

3.48 

16      : 

6.53 

6.57 

9. 85 

3.32 

3.28 

23      ! 

6.36 

6.45 

9.70 

3.34 

3.25 

Minus  sign  indicates  Indian  or  Brazilian  over  American.  Prices  at  Bombay 
are  from  Bombay  Cotton  Annual  and  Financial  ITews  through  March  1940. 
April  1940  to  date  from  ITew  Yoi'k  Cotton  Exchange  reports.  They  were  con- 
verted from  rupees  per  candy  of  784  p  umis  at  current  rates  of  exchange 
("buying  rates  in  recent  weeks)  as  reported  by  the  Federal  Reserve  Board. 
Through  August  193 2  monthly  data  are  averages  of  daily  prices;  from  Sep- 
tember 1932  to  date  average  of  Wednesday  or  Thursday  quotations.  Prices 
at  Sac  Paulo  are  from  official  Brazilian  publications  and  material  from 
the  American  Consular  Service  at  Sao  Paulo.  Monthly  averages  are  as 
quoted  through  December  1334,  Prom  January  1935  to  date  they  are  averages 
of  buyers'  and  sellers'  quotations.  Prices  were  converted  from  milrois 
per  15  kilograms  at  current  rates  of  exchange  until  September  1934,  October 
1934  to  February  10,  1935  at  oper.  or  free  market  rates,  and  from  February 
11  to  date  at  composite  averages  of  official  and  free  market  rates;  except 
from  Nov.  l6,  1931  through  Apr.  10,  1939  when  free  market  rates  were  used. 
1/  Prices  of  Indian  are  spot  or  near  futures  prior  to  September  1932. 
From  April  1,  1940  to  date  they  are  near  futures. 
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The  rise  in.  the  price  of  American  cotton  in  Liverpool  and  the   decline   in 
the   domestic  markets  have  greatly  increased  the    spread  between  these  markets 
during  the   last  month.     American  Middling  in  Liverpool   increased  from  3.23 
cents  over  American  Middling  in  New  Orleans   on  July  26  to  4.22  cents  on  August 
23,     The    spread  on  the   latter   date  was   approximately  as  high  as   at  any  time  in 
January,    and  'with  that  exception  the  highest   since   immediately  after  the  World 
War*      It  was  more  than  twice  the   average  for  the   10  years  ended  July  1937. 
Ocean  freight  rates  plus  war  risks   ar>d  ordinary  marine   insurance  for  cotton 
moving   from  New  Orleans  to  Liverpool  on  British  vessels  have  remained  unchanged 
at   1.83  cents   per  pound  since   June    26  and  have  varied  between  1.77  and  1.83 
since  the   latter  part   of   last   December. 

EXPORTS 

American  cotton:      Exports   in  recent  weeks 

40  to   90  percent  below  average  •  A 

In  each  of  the  4  weeks   ended  August   22   exports  from  the  United  States 
totaled  from  5,000  to   31,000  bales,   whereas   during  the    corresponding  weeks   last 
year  exports   ranged  from  31  to  50  thousand  bales.      Compared  with  the   average 
for  the  corresponding  weeks    during  the   10-year  period  ended  1937,   exports   dur- 
ing those  weeks  this  year-  showed  a  decline   of  40  to   93  percent.      During  these 
weeks  because   of  the   British  blockade  practically  no   cctton  has   gone  to  con- 
tinental Europe.      For  the  month  of  August   last  year   exports  to  continental 
Europe  totaled  105,000  bales.     The   10-year    (1928-37)  August   average  was   177,000 
bales.     The    importance   of   continental  Europe   as   an  export  market   for  American 
cotton  is  further   indicated  by  the   fact  that   during   the   12  months  ended  July 
1940  exports  to   this   area  totaled  2-1/3  million  bales   despite  the  countries 
blockaded  for  periods   of  from  a  few  weeks,    as   in  the   case  of  France,   to   11 
months   as   in  the    case   of  Germany.     Average   exports  to   continental  Europe   for 
the   10  years   ended  1937-38  amounted  to  3,397,000  bales. 

For  the  year   ended  July  1940  exports   of  American  cotton  totaled 
6,175,000  bales.     This  total,   86  percent   larger  than  the  exceptionally  small 
exports  the   preceding   season,  was  the  largest   since   1933-34  but   600,000  bales 
or    9  percent   less  than  the   average   for  the   10  years   ended  July  1938.     Exports 
to  the  United  Kingdom  and  China  were   about  4-3/4  times   as   large   as  the   small 
exports   of  the   preceding   season.     Exports  to  France,    Italy,    Belgium,   and  Canada 
were  from  1-3/4  to   2-1/4  times   as   large. 

A  continuation  of  the  war  situation  about   as   at  present   would  likely  re- 
sult  in  the   smallest  exports   of  American  cotton  since   immediately  following 
the   Civil  War«      Even  in  the   markets  now  accessible  to  American  exporters,  tak- 
ings  of  the   domestically  produced  staple   are   likely  in  most   instances  to  be 
smaller  than   in  1939-40,     This   seems   particularly  likely  in  the   case  of  Great 
Britain,  where  August   1  stocks  were  perhaps  twice  as   large  as   the   average   for 
recent  years   and  where  plans  have  been  made  to  take  the  entire   1940  Egyptian 
crop. 
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Cotton:     Reports   from  specified  countries,   average   1928-29 
to   1937-38,    and  seasons   1937-38  to    date 


Country  of 
origin  and 
destination 


««....«». 


United  States  to 

Germany 

United  Kingdom 

France 

Italy 
Spain   . 
Belgium 

Canada  • 

Japan    ......... 

China 

Other  countries 
Total   


•   »•••• 


Egypt  to 
United  Kingdom 
France  ....... 

United  States 
Germany  2/   . . . 

Italy  , , 

Japan  

British  India 
Other  countries 
Total    


Brazil  to 
Japan  77. ..... 

United  Kingdom 
Germany   .... 

France    ..... 

Italy 

Netherlands 
Belgium  .... 
Other  countr 
Total    .... 


les 


10-yr.av: 
1928-29 

to 
1937-38 


1,000 

run. 

bales 


44 

46 

13 

23 

10 

5 

14 

65 

20 

_48_ 

"268 


July 

: 

Augi 

ist  to 

July 

: 

il940 

:l0-yr.av 

:  1939-40 

•1838 

'1939 

:1S40 

-  as   a 

%  of 

:1926-29 
:        to 

:1937- 
38 

:1938- 
59 

1939- :   as   a 
40    :  %  of 

: 

1939 

:  1937-38 

:1938-39 

1,000 
run. 
bales  bales  beles 


3,000  ?,000 
run.     run. 


9 

31 

4 

22 
0 
6 

13 

70 

1/ 

41 


15 

8 

3 

15 

1 

2 

14 

19 

o 
b 

27 


0 

42 

0 

0 

0 

0 

20 

42 

2 

14 


r  0  -j  « 


525.0 


1,000        1,000  1,000   1,000 
run.  run.     run.     run. 
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82.9 
258.8 


100.0 
166.7 
150.0 
266,7 


3/ 


102 

155 

374 

48 

8 

12 

20 

55 


288 
171 

223 

104 

50 

27 

20 
148 


154 
245 
70 
55 
26 
37 
22 
165 


53.5 

143.3 

31.4 

52.9 

52.0 

137.0 

110.0 

111.5 


113        189        195      103.2 


324 


774   1,031        774 


75.1 


Compiled  from  official   sources. 

l/    Less  than  500  bales. 

2/     Includes  Austria  beginning  January  1938. 

ZJ     Not   available  by  countries. 
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Cotton:      Exports   from  specified  countries,    1935-39 


Country 


:  Period  begin- 
:   ning  August   1 
:to  end  of  month 
:        indicated 


United  States    ......; 

India : 

Egypt    : 

Argentina : 

Anglo  Egyptian  Sudan: 

Peru    : 

China : 

Brazil : 

Turkey .....: 

Total   8  foreign      : 
countries    ......: 


1935-56 


193G-37 


1937-38 


1938-39 


1939-40  1/ 


1,000        1,000        1,000        1,000  1,000 

bales   2/  bales  2/ bales  2/bales   2/  bales   2/ 


July 

I! 


June 
ti 

ti 

t? 

May 
April 


5 ,973 5 ,  440 5 ,  598 


i,327 


6,175 


5,094 
1,694 
178 
184 
321 
185 
472 
75 


3,607 
1,828 
139 
244 
318 
243 
729 
59 


1,721 

1,792 

24 

235 

264 

335 

774 

65 


2,685 

1,763 

86 

291 

300 

270 

1,031 

74 


2,100 

1,639 

89 

135 

290 

18 

774 

20 


6,203        7,167        5,210        6,500 


5,065 


Compiled  from  official  sources  except  exports   from  India  for   1939-40  which  are 
estimated  by  the  New  York  Cotton  Exchange   Service, 

1/     Preliminary.      2/  Exports   from  the   united  States   in  running  bales,   exports 
from  foreign  countries   in  bales      of  478  pounds. 

Foreign  cotton:     Exports   from  most   important 
countries   fewer   last   season" thloi~in~" 1938-39 


Data  on  exports  for  the  year  ended 
for  several  of  the  important  foreign  cotto 
formation  available  at  this  time  indicates 
countries  for  the  past  marketing  season  we 
than  during  the  preceding  12  months,  Cffi 
were  suspended  several  months  ago  because 
have  placed  total  exports  from  India  for  t 
million  bales   or  more  below  exports   during 


July  31,    1940  are  not   now  available 
n-exporting    countries   but  the   in- 

that  the   combined  exports   from  theso 
re  undoubtedly  materially  smaller 
cial  estimates   of  exports   from  India 
of  the  war,   but  unofficial   estimates 
he  year  ended  July  31,    1940  at   1/2 

the  preceding   season. 


Exports   from  Egypt,   as   officially  reported,  were   124,000  bales    (7  per- 
cent)  less  than  in  1938-39,      From  August  through  May  exports  from  Brazil  were 
260,000  bales,    (25  percent)   less  than  for  the  corresponding  period  of  the 
previous   season. 

As   shown  in  the   accompanying  table,   exports   from  August  through  April, 
May  or   June   from  the   6  other  exporting   countries   for  which  data  are   available 
are   about  the    sane   as,   to  93  percent   smaller  than,    in  the   corresponding  period 
of  1938-39. 

Exports   for   July  are  available   only  for  Egypt,  where  they  were   only  13 
percent  as   larre  as   in  July  1939,      Practically  all  of  the    small   quantity  ex- 
ported to   3  countries    -  the  United  Kingdom,    Japan,   and  British  India.      If  data 
were   available   for  exports   from  other   countries   in  recent  weeks,  they  would  no 
doubt   show  trat   in  most   instances   exports  were  much  lower  than  in  the   corre- 
sponding period  last  year   and  that  little  cotton  had  been  exported  from  these 
areas  to  continental  Europe,     As   long  as  exports   from  most   of  the  foreign  ex- 
porting countries  to  continental  Europe  are  not  possible   or   are  greatly  less 
than  the  usual  amount,   there  will  be   increased  pressure   of  cotton  from  these 
exporting  countries    in  those  markets  that  are   accessible. 
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DEMAND  AND  CONSTTJPTION 

UNITED  STATES;   Con  sumption 

decline  in  July  i_s  loss  than  usual 

The  consumption  of  598,000  bales  of  cotton  by  domestic  mills  in 
July  was  about  7  percent  larger  than  in  June  and  3. 5  percent  larger  than 
in  July  last  year.   The  daily  rate  of  consumption  in  July,  however,  was 
slightly  less  than  in  June  but  declined  by  less  than  the  usual  amount. 
The  Federal  Reserve  Board's  index  of  cotton  consumption  for  July  was  10U 
compared  with  10 7  in  June.  When  adjusted  for  seasonal  variation,  the  index 
for  July  was  116  compared  with  112  in  June  and  111  in  July  1939*   These 
index  numbers  are  from  their  new  series  in  which  the  average  for  the  calen- 
dar years  I935  to  I939  represents  100„ 

The  total  of  7,7*4-6,000  bales  consumed  during  the  12  months  ended 
July  194-0  was  about  one-eighth  larger  than  in  the  preceding  season  and  one- 
fifth  larger  than  the  preceding  5-ycar  average.   It  was  second  only  to  the 
record  high  consumption  of  7,950,000  bales  in  1936-37.  All  but  130,000 
bales  of  the  total  for  last  season  was  American  cotton.  Of  this  foreign 
cotton  a  little  loss  than  half,  or  54,000  bales,  was  Egyptian  cotton. 

Trade  reports  indicate  that  sales  of  unfinished  cotton  goods  by 
domestic  manufacturers  were  less  than  production  during  July  and  early 
August,  even  though  Government  purchases  are  reported  to  have  been  fairly 
large  during  part  of  this  period.   For  the  week  ended  August  23,  however, 
sales  are  said  to  have  definitely  exceeded  production.   It  is  reported  that 
in  some  lines  of  heavy  goods,  many  mills  are  pretty  well  sold  out  for 
several  months  ahead,  but  in  most  lines  of  goods  this  is  not  true,  never- 
theless, it  is  generally  expected  that  in  the  absence  of  exceptionally  un- 
favorable developments  in  Europe  sales  will  materially  increase  within  the 
next  few  weeks.  Domestic  consumption  in  194-0-4-1  is  expected  to  exceed  the 
near  record  consumption  of  the  past  season. 

Factors  expected  to  contribute  to  increased  sales  of  cotton  textiles 
in  the  near  future  and  to  a  large  consumption  in  1940-4-1  include:   (1)  Large 
Government  purchases  for  defense  and  relief;  (2)  the  enlarged  Government 
cotton  products  export  subsidy  program;  (3)  increased  incomes  of  domestic 
consumers;  and  (4)  activities  on  the  part  of  the  Government  and  private 
organizations  to  stimulate  domestic  cotton  consumption. 

On  August  26,  194-0  an  increase  in  the  rates  of  Government  payments 
on  most  cotton  products  exported  from  the  United  States  became  effective. 
The  new  rates  are  SO  to  8S  percent  higher  than  the  original  rates  effective 
from  July  27,  1939 »  when  the  export  payment  program  inaugurated,  to 
December  6,  1939  when  the  rates  on  most  cotton  products  were  reduced  4-7  to 
50  percent.   The  recently  revised  rates  on  most  products  are  from  "$~l/2   to 
3-3/^  times  as  high  as  the  rates  in  effect  from  December  6,  1939  through 
August  25,  I9U0. 

In  announcing  the  increases  in  the  rates  of  payment  on  exports  of 
cotton  pro-ducts,  it  was  pointed  out  that  while  no  payment  from  funds  now 
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available  will  "bo  made  on  exports  of  raw  cotton,  increased  efforts  will  "be 
nade  to  expand  further  the  domestic  as  well  as  foreign  outlets  for  cotton 
products.  Further  expansion  of  domestic  outlets  will  increase  the  domestic 
mill  consumption  of  raw  cotton  as  will  increased  foreign  sales  of  cotton 
products,  thereby  tending  to  offset  the  reduced  export  outlets  for  raw 
cotton.  Existing  programs  to  widen  domestic  outlets  include  those  for  en- 
couraging the  use  of  cotton  for  cotton  "bale  covering  and  in  the  manufacture 
of  fine  writing  papers,  as  well  as  for  developing  the  use  of  cotton  for  in- 
sulating houses  ml  ether  structures.   The  Cotton  Stamp  Plan  is  still  in  its 
early  stages,  but  a  very  gradual  expansion  of  this  work  is  planned.  Material 
expansion  is  contemplated  in  the  cotton  mattress  program,  however,  under 
which  very  low-income  rural  families  make  their  own  mattresses.  Last  year 
the  Department  acquired  150,000  bales  of  cotton  and  l6  million  yards  of  tick- 
ing for  mattress  raking.  It  is  hoped  this  year  that  from  two  to  three  times 
this  amouj.it  of  cotton  can  be  used  for  this,  purpose.  In  addition,  the  use  of 
increased  quantities  of  cotton  is  being  fitted  into  the  national  defense 
program  so  far  as  possible. 

In  addition  to  these  efforts  on  the  part  of  the  Federal  Government  to 
stimulate  cotton  consumption,  increased  efforts  are  also  being  made  by  the 
Cotton  Textile  Institute  and  the  National  Cotton  Council.  According  to  a 
recent  announcement  by  Mr.  Oscar  Johnston,  President  of  the  national  Cotton 
Council,  "the  industry  is  ready  to  launch  the  most  thorough-going  war  in 
history."   "During  the  past  2  years  the  National  Cotton  Council,  representing 
the  industry,  has  made  enormou.s  strides  forward  in  increasing  cotton  consump- 
tion. With  the  100  percent  allegiance  of  the  cotton  producer  to  the  cause, 
with  new  .and  greater  funds  at  our  disposal,  we  shall  be  equipped  to  continue 
the  long,  hard  struggle  to  regain  lost  markets  at  home  and  abroad  through 
advertising,  a  constructive  foreign  trade  program,  and  scientific  research." 

EUROPE :   British  rill  activity  continues 

about  unchanged  at  exceptionally  high  levels 

During  the  week  ended  August  23  British  mill  activity  declined  to  S5 
percent  compared  with  90  percent  in  the  preceding  2  weeks  according  to  recent 
cables  from  the  American,  embassy  at  London.   This  was  considerably  lower  than 
prior  to  July  22,  when  British  mill  workers'  work-week  was  reduced  from  about 
55"§"  hours  back  to  ho   hours.  Manufacturers'  yarn  and  cloth  sales  in  most 
recent  weeks  were  reported  as  either  dull  or  inactive.  Mills  were  said  to 
have  been  losing  ground  and  in  need  of  additional  orders  if  further  declines 
in  activity  were  to  be  avoided.  The  recent  increase  in  British  taxes,  higher 
prices  for  cotton  textiles  and  other  living  costs,  and  war  uncertainties  have 
tended  to  restrict  sales  of  goods  for  the  home  market  .even  without  the  Govern- 
ment restrictions  on  such  sales.   In  early  June  it  was  announced  that  effective 
October  1  distribution  of  cotton  goods  for  domestic  consumers  was  to  be  re- 
stricted to  25  percent  of  the  level  existing  in  the  first  half  of  I939  but  in 
early  August  it  changed  to  37§  percent.   There  was  only  a  moderate  improvement 
in  sales  for  the  home  trade  following  the  Government's  announced  decision  to 
increase  domestic  distribution.  Export  sales  have  been  severely  affected  as 
the  result  of  war  uncertainties,  particularly  the  uncertainty  as  to  the  manu- 
facturers1 ability  to  make  deliveries  according  to  schedule. 
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Little  information  is  available  with  respect  to  cotton  mill  consump- 
tion  in  the  G-e  man-  con  trolled  area,  in  France,  or  in  Italy.   There  is  little 
doubt,  however,  that  such  supplies  of  raw  cotton  as  are  available  in  the 
area  under  German  control  are  being  used  rather  sparingly*  particularly  that 
going  to  civilian  consumers.  Since  the  British  blockade  has  been  extended 
to  Italy  and  France,  it  seens  reasonable  to  expect  that  nill  consumption  in 
these  areas  is  now  also  comparatively  low. 

ORIENT;  Mill  activity  fairly  well 
maintained  after  earlier  declines 

Mill  consumption  of  cotton  in  China,  including  Manchuria,  during  July 
is  estimated  at  122,000  tales  compared  with  130,000  bales  in  June.  Mills  in 
Shanghai  further  reduced  their  rate  of  operations,  with  Japanese-owned  mills 
reported  as  operating  at  about  70  percent,  Chinese  mills  at  75  percent,  and 
British  mills  at  70  percent.  Mills  in  the  occupied  areas  of  China  and  in 
Manchuria  operated  cat  about  the  same  low  rate  as  in  June,  while  those  in 
Chinese-controlled  areas  may  have  increased  their  operations  to  more  than  SO 
percent.  Imports  of  raw  cotton  in  June  totaled  about  lUl,000  bales.   This 
is  in  excess  of  the  current  monthly  rate  of  consumption  and  has  resulted  in 
some  increa.se  in  stocks  of  raw  cotton. 

Japanese  exports  of  piece  goods  continued  unfavorable  in  July  with 
shipments  estimated  at  around  123  million  square  yards,  according  to  a  radio- 
gram from  Shanghai  dated  August  26.  This  compares  with  an  estimated  110 
million  yards  in  June  and  212  million  yards  in  July  1939*  Piece  goods  exports 
from  August  through  October  are  expected  to  continue  unfavorable  unless  un- 
foreseen developments  occur.  After  October  seme  improvement  is  expected 
owing  to  anticipated  improved  demand  from  British  India,,  Netherlands  Indies, 
and  French  In do -Chin a. 

Cotton  yarn  production  in  July  including  the  cotton  content  of  mixed 
yarns  amounted  to  177,000  bales  of  U00  pounds.  This  compared  with  192,000 
bales  in  Juno  and  223,000  bales  in  July  last  year*  Export  yarn  production 
totaled  121,769  bales  of  this  amount.  The  decline  in  Japanese  yarn  -produc- 
tion for  July  reflects  efforts  of  the  industry  to  reduce  yarn  production  to 
low  levels  in  keeping  with  deflated  outlook  for  exports  of  piece  goods. 
September  yarn  output  is  tentatively  placed  at  between  150,000  to  l^^GOO 
bales  which  compared  with  almost  350,000  bales  September  1937  and  199,000 
bales  in  September  1939 • 

Arrivals  of  raw  cotton  in  Japan  during  July  were  below  mill  takings 
for  the  sixth  consecutive  month j  the' difference  amounting  to  almost  fht000 
bales.  July  arrivals  also  were  below  consumption.  Wharf  stocks  of  American 
cotton  at  the  end  of  July  were  £1,000  hales  lower  than  at  the  end  of  June. 

.In  India  mill  consumption  of  raw  cotton  was  about  the  same  in  July  as 

in  June.  It  was  slightly  less  than  consumption  in  July  last  year  or  the  year 

before.  The  total  for  the  12  months  ended  July,  of  approximately  2,950,000 

bales  of  U00  pounds,  was  only  5  percent  less  than  the  record  high  consumption 

of  the  previous  season.  The  total  for  the  season  was  equal  to  or  larger  than 
that  for  any  season  prior  to  193"~39» 
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ACHSAGE,   PRODUCT  ION,    STOCKS,   AIJD  SUPPLY 

United  States   crop 
slightly  reduced 

A  19UO  United  States  cotton  crop  of  11,^29,000  bales  was  recently 
forecast  "by  the   Crop  Reporting  Eoard,    on  the  h°sis   of   information  gathered 
as  of  August   1.      Such  a  crop   would  he  ne^.rljr  U00,000  hales   (3  percent)    less 
than  the  1939   crop  and  2,100,000  hales   (or  nearly  l6  percent)   less  than  the 
lO-jrear   (1929-3")   average.      The  indicated  acreage  for  harvest   (estimated 
acreage  in  cultivation  July  1  less  the  lO-ve^r  average  abandoned)   was  about 
800,000  acres   (3  oercent)   nore  than  the  acreage  harvested  in  1939 •      The 
avera  e  yield  per  a.cre,    however,   was  forecast   at   2.22.3  pounds  per  acre,    which 
is  15.6  pounds  less  than  the  average  1939  yield.      The  acreage  used  in   this 
estimate   is  3,550,000  acres,    or' 2b  percent   less  than  the  10-year  average  end 
with  the   exception  of  the   2  years  1933   and  1939     the   smallest    since  1399* 
The  indicated  yield  per  acre,    on  the  other  hand,    is   2^.2  pounds  more  than 
the  overage  of  193.1  pounds. 

In  Arkansas  the   crop   forecast   is   slightly  above   average,    whereas   in 
Mississippi,    Alabama,    Lou-isiana,    and  Oklahoma,    the  crops  are  forecast   at 
from  IS   to   30  oercent  below  average.      In  Missouri,    South  Carolina,    and  the 
irrigated  States  of  the  TJest   the  crops  are   expected  to  be  materially  above 
average. 

The  I9U0   cro-o   is   somewhat   later  than  that  of  1939  in  the  Mississippi 

Delta,    Alabama,    and  Tennessee.      G-innings  up  to  August   l6  of  169,^-20  bales 

were  materially  less  than  the  357 » 197  hales  ginned  up  to  the  same  date  in 
the  iDast  year. 

Acreage  -planted  in   India  slightly  reduced 

The  area  planted  to   cotton  in   India  up   to  August   1  was  officially 
estimated  at   13,^-5^>OCO  acres,    according  to   a  cable  received  from  Bombay 
August   20.      This  is   2  percent   less   than  the  acreage  planted  to    that  date  in 
the  corresponding  period  la.st  year,    and  the   smallest   area  planted  to   that 
date  since  193^- 35- 
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August  1  domestic   carry- 
over drops"  2,400,000  hales 

Total  stocks  of  cotton  in  the  United  States  on  August  1  of  10,596,000 
"bales  were  officially  reported  on  August   15  by  the  Bureau  of  the   Census. 
This  was  2,^37,000  less   than   the   record  stocks  on  hand  August   1,    1939   and 
937»000   less   than   the   total  as  of  August   1,    I93C      The    carry-over  at   the 
beginning  of  the   current  season,   however,   was  90Q|000  bales  larger  than  that 
for  any  year  prior  to   1932.      With  net   exports   officially  reported  at   6,175iOOO 
bales  and  consumption  at   7,7^^000  bales  donestic  disappearance   totaled  nearly 
lU  million  bales.      This  was   the   largest    since   1932-33   ,jri^  with   that   exception 
since   1920-29. 

Of  the   total  donestic   stocks  as  of  August   1,    194-0,    slightly  nore    than 
S, 700,000  bales  were  under  Government   loan  or  owned  by  the  Government.      This 
would  indicate   a  total  of  only  1,900,000  "bales  of   "free"    stocks;    including 
nearly  100,000  bales  of  foreign   cotton.      A  year  earlier   stocks  of    "free" 
cotton   totaled  almost   2,000,000  bales,    including  ahout   the   sane  amount  of 
foreign  cotton.      The    "free"   stocks  as  of  August   1   this  year  were   the   snallest 
for  that  date   since  1925«     This  was  an  inportant  price-nupporting  factor. 
"Free"   stocks  would  have  been  reduced   still  further  and  prices  would  have 
"been  somewhat  higher   than   they  were   except   for   snail  exports  of  recent  weeks. 
This  nade   it  nuch  easier  than  would  have  been   the   case  had  exports  been  nore 
nearly  normal  for  .manufacturers  and.  merchants,    including  exporters,to  obtain 
fron  the   snail    "free"   stocks   the   cotton  needed  in  their  operations. 
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